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This guide explains the application of retail sales tax where a coupon is submitted toward the purchase of taxable 
goods as either partial or full payment. As outlined in the guide, the tax application depends on the type of coupon. 


RETAILERS’ DISCOUNT COUPONS 
Tax is paid on the net purchase price. 
For retail sales tax purposes, a retailer’s discount coupon is one which: 


e offers a discount on the purchase of a specific product at the retailer’s store(s); and 
e does NOT specifically state that the retailer will be reimbursed by a third party, such as a manufacturer. 


A retailer accepting such coupons as partial payment toward the purchase of taxable goods is considered to have 
sold the goods at a reduced price. In this case, tax is payable by the customer on the net price after deducting the 
value of the coupon. 


Some discount coupons appearing in a retailer’s advertising material are actually manufacturers’ discount coupons. 
As outlined in the next section, the tax on sales involving manufacturers’ discount coupons is calculated differently. 


MANUFACTURERS’ DISCOUNT COUPONS 
Tax is paid on the full purchase price. 
For retail sales tax purposes, a manufacturer’s discount coupon is one which: 


e offers a discount on the purchase of a specific product; and 
e specifically states that the retailer WILL be reimbursed by a third party, either directly by the manufacturer or 
through a coupon clearing house. 


Where a retailer accepts a manufacturer’s discount coupon as partial payment toward the purchase of taxable goods, 
tax is payable by the customer on the full price before deducting the value of the coupon. In this case, the retailer 
has not lowered the price; rather, another party (the manufacturer) has paid part of the purchase price on behalf 
of the customer. 


Note: Manufacturers may issue coupons or otherwise advertise that cash rebates will be made to retail purchasers 
of their products. This rebate does not reduce the taxable amount. Tax is payable by the retail customer on 
the amount charged by the retailer for a taxable product. 


COUPONS OFFERING FREE MERCHANDISE 
Free Taxable Goods, No Purchase Required 


Where a coupon issued by either a retailer or a manufacturer offers free taxable merchandise with no requirement 
to purchase other merchandise, the person presenting the coupon is not required to pay tax on the free merchandise. 
In this case, the person bearing the expense of the free merchandise is required to pay tax on the cost of such 
merchandise. 


Free Taxable Goods With Purchase of Other Taxable Goods 


Where a coupon issued by either a retailer or a manufacturer offers free taxable merchandise with the purchase of 
other taxable merchandise, tax is payable by the customer on the amount paid for the merchandise including the 
free merchandise. For example, where a coupon offers two meals for the price of one, tax is payable by the customer 
- on the price paid for one. 


Free Taxable Goods With Purchase of Exempt Goods 


Where a coupon issued by either a retailer or a manufacturer offers free taxable merchandise with the purchase of 
other merchandise which is tax exempt, the person presenting the coupon is not required to pay tax on the free 
merchandise. In this case, the person bearing the expense of the free taxable merchandise is required to pay tax 
on the cost of such merchandise. 


CO-PROMOTION COUPONS 
Tax is paid on the net purchase price. 


Two retailers may enter into a co-promotion arrangement under which coupons issued by one retailer are redeemable 
on the purchase of taxable goods sold by the other. A retailer redeeming a co-promotion coupon treats it in the same 
manner as a retailer’s discount coupon. Tax is payable by the customer on the net price of the taxable goods after 
deducting the value of the coupon. 


COMPETITORS’ COUPONS 
Tax is paid on the net purchase price. 


A retailer accepting a competitor’s discount coupon as partial payment toward the purchase of taxable goods treats 
it as a retailer’s discount coupon and charges tax to the customer on the net price after deducting the amount allowed 
for the coupon. 


MONEY COUPONS 
Tax is paid on the full purchase price. 


Some franchised retailers give their customers money coupons at the time of sale. These coupons can be redeemed 
at any associated franchise store regardless of which store originally distributed the coupons. Tax is payable by the 
customer on the full price for taxable goods before deducting the value of any money coupons tendered as partial 
or full payment. 


COUPON BOOKS 


The amount paid to a religious, charitable, benevolent, or non-profit organization for a book of discount coupons is 
not subject to retail sales tax. The person at whose expense the coupon books are printed, whether the organization 
or a promoter, is required to pay tax on the printing cost including artwork and other costs related to the printing. 


When a retailer accepts a coupon from a coupon book as partial or full payment toward the purchase of taxable goods, 
tax applies in accordance with the rules outlined earlier in this guide. 


a SS 
The information in this publication is only a guideline. For more specific information, please consult the Retail 
Sales Tax Act or contact your local Retail Sales Tax Office listed in the blue pages of your telephone directory. 
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